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Preface ae 


This publication summarizes a study of 
the textile industry in Canada, with par- 
ticular emphasis on ways in which the 
Canadian federal system supports the 
industry. It is published in the interest of 
contributing to public discussion of issues 
concerning national unity. 


Copies of the full text of The textile 
industry—a Canadian challenge may be 
obtained by writing to: 


Canadian Unity Information Office 
P.O. Box 1986, Station B 

Ottawa, Ontario 

K1P 6G6 


C.U.1.0./C.1.U.C. 506B (11-78) 


Digitized by the Internet Archive © 
in 2023 with funding from 
University of Toronto 


https://archive.org/details/31/61116351305 


The textile industry 
—a Canadian challenge 


introduction 


The Canadian textile industry is older than 
the nation itself. It began in 1844 with the 
building of a cotton mill in Sherbrooke, 
Quebec. Nine years later a second mill 
was established in Montreal. 


The fledgling industry did not begin to 
prosper until 1879 when the Government 
of Canada adopted its National Policy of 
tariff protection to encourage Canadian 
manufacturing activity. One hundred 
years later, the industry has grown to be 
of major importance to Canada. It 
employs nearly 200,000 people and its 
annual payroll is approximately $2 billion. 


From the outset, as one of the first indus- 
trialized regions of Canada, Quebec 
assumed an important role as a producer 
of textiles, clothing and knitted goods. It 
retains that role today, and in fact the 
textile sector is Quebec’s most important 
industry. About 60 per cent of the coun- 
try’s textile workers, or nearly 115,000, 
are in Quebec; of all the province’s manu- 
facturing industries, it is the biggest single 
employer. In many communities it is virtu- 
ally the only industry. Thousands of addi- 
tional jobs are sustained in enterprises 
that support and service the textile 
manufacturers. 


The history of the textile industry is one of 
economic ups and downs. World War Il 
stimulated growth, and in the years after 
the war the industry experienced intensive 
modernization and consolidation, bringing 
growth in both jobs and production. Then 
during the 1950s the industry’s fortunes 
deteriorated, due to a sharp increase in 
imports from developing countries and 
others whose low wages and unlimited 


6 


labor resources allowed them to undersell 
Canadian textile producers. The federal 
government responded by negotiating 
voluntary restraints with Japan and sever- 
al other countries exporting low-priced 
products, thereby augmenting the already 
heavy tariff protection. 


Periods of alternating recession and 
buoyancy followed, the buoyant periods 
essentially due to further increases in pro- 
tection. Still, foreign competition was 
fierce and intensifying. The mid-70s were 
crisis years for the industry, particularly 
the clothing sector, and in 1976 Canada 
imposed global quotas on a wide range of 
items. Then in June 1978 it was 
announced that these quotas would be 
lifted in favor of agreements with seven 
developing countries,*under which they 
volunteer to restrain their exports to 
Canada, to a level slightly above that of 
1975. 


From this brief historical outline, it can be 
seen that for well over a century, Canadi- 
ans have been engaged in a long pursuit 
to retain and, indeed, expand one of their 
earliest manufacturing ventures. 


But in spite of intensive protection from 
foreign competition and direct govern- 
ment financial assistance, the industry 
faces a major challenge. It will require the 
co-operation and the collective resources 
of both the public and private sectors to 
resolve the industry’s basic structural 
problems with as little disruption as possi- 
ble to the communities and _ people 
involved. 


This booklet summarizes the main points 
found in the report, The textile indus- 
try—a Canadian challenge. The report 
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seeks to promote a better understanding 
of the industrial problems to be faced if 
Canada and one of its most important 
regions—Quebec—are to realize their full 
economic potential in a revitalized Feder- 
ation. The report also reviews the ways in 
which the Canadian Federation supports 
the textile industry and what could result 
in the event of an end to union of the 10 
provinces. 


Because it is already so vulnerable, the 
textile industry is one sector that could be 
particularly affected by a realignment of 
economic interests. Given the industry’s 
importance to the Quebec economy, to 
the many thousands of workers and 
dependent families and communities, it is 
important to analyze the possible implica- 
tions for the textile industry of full sover- 
eignty for Quebec. 


Where the goods are 
produced 


The textile industry is concentrated large- 
ly in central Canada, but it is not restrict- 
ed to that region. Among the provinces, 
Quebec is by far the major producer of 
textile goods. In 1976, there were about 
115,000 people in Quebec employed in 
the textile industry, and this represented 
almost 60 per cent of the Canadian total 
for the industry. 


Ontario ranks second, with slightly more 
than 60,000 people employed directly by 
the textile industry in 1976. Manitoba also 
has an important clothing industry that 
supports some 7,000 jobs, and there are 
small textile industries in the Atlantic 
region and British Columbia. Overall, 
there are approximately 80,000 textile 


workers employed in the other nine 
provinces. 


It should be noted that in Quebec the 
textile industry accounts for 22 per cent 
of the province’s manufacturing jobs, 
while in Ontario the same industry pro- 
vides only seven per cent of manufactur- 
ing employment. Thus, from the stand- 
point of sustaining jobs, it can be seen 
that the textile industry is vastly more 
important to the economy of Quebec than 
to that of the other regions. 


It should be noted also that, in addition to 
those directly employed, the textile indus- 
try indirectly generates employment for 
perhaps an equal number of people in 
related or supportive industries. 


Where the goods are sold 


Virtually all of the textile goods produced 
in Canada are also sold in Canada. In fact 
it is probably safe to say that without the 
highly protected domestic market, there 
would be only a very limited textile indus- 
try. Export sales are extremely small in 
the overall picture, even though they may 
add significantly to the revenues of some 
individual manufacturers. 


In 1974, for example, about half of Que- 
bec’s textile output was sold within 
Quebec. A very substantial 45 per cent 
was sold in the other nine provinces, and 
foreign exports accounted for less than 
four per cent. 


Those sales of Quebec textiles in the rest 
of Canada were worth $1.2 billion, while 
sales of similar goods from the other 
provinces to Quebec amounted to only 


$400 million, giving woninitogs a healthy — 
trade surplus. 


Ontario is the main buyer of Quebec 
textiles, followed by British Columbia, 
Manitoba and Alberta. Trade statistics 
show that Alberta is as important a 
market for Quebec goods as all foreign 
markets combined. As well, there is a 
long-standing and significant degree of 
interdependence between the textile 
industries of Quebec and Ontario. 


In short, it is clear that the Canadian 
textile industry is almost wholly depend- 
ent on the domestic market. 


Fundamental problems 


Employment in the textile industry has 
moved up and down in cycles. For exam- 
ple, in the period 1964 to 1976, employ- 
ment increased over the first six years, 
then dropped sharply. In 1970, introduc- 
tion of the Canadian Textile Policy and 
improved market conditions led _ to 
marked improvement in employment 
levels, reaching 207,000 in 1973. After 
that, however, the number of jobs 
dropped significantly to 193,000 in 1976. 
The imposition of global quotas at the end 
of 1976 appears to have once again given 
a boost to the industry, although firm 
employment data are not available for the 
most recent two years. 


In contrast to the employment record, 
output of the textile industry steadily 
increased from 1964 to 1976. The value of 
shipments more than doubled both in 
Quebec and in the rest of Canada. 


These impressive gains were the result of 
improved productivity; output per worker 
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doubled. In spite of these improvements, 
however, the general productivity level of 
the textile industry still lags far behind 
overall productivity in Canadian manufac- 
turing as a whole, and textile manufactur- 
ers are still unable to meet unrestricted 
foreign competition. 


In general, returns on investment in the 
textile industry are lower than those for 
other manufacturing sectors, due to a 
combination of factors that includes 
intensity of foreign competition, low rates 
of capitalization and the low level of 
productivity. 


_The cost of labour, on the other hand, is 
comparatively high. In the primary textile 
sector, for example, Canadian wages 
have increased by an average of 10.9 per 
cent per year since 1966 and were $4.50 
an hour in 1976. This was among the 
highest hourly rates in the world. By com- 
parison, hourly pay in the United States 
was $3.67 or 18 per cent lower. 


These problems _ notwithstanding, a 
number of firms in Canada are in fact 
highly competitive. But overshadowing 
the industry as a whole is the continuing 
and, indeed, ever-increasing pressure of 
foreign competition. While the United 
States and the European Common 
Market still account for 70 per cent of all 
textile imports to Canada, low-wage de- 
veloping countries have been making 
worrisome inroads into the Canadian 
market. 


The threat posed by these imports is par- 
ticularly serious for those communities for 
which the textile industry is a major 
employer. Quebec, in particular, has more 
than 20 communities that are highly 
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dependent upon the textile industry. 
These include Magog, Louiseville, Saint- 
Georges~de-Beauce, Cowansville and 
Drummondville. 


The human problem posed by the poten- 
tial erosion of the domestic textile indus- 
try is compounded by the limited mobility 
of the labour force. This is no doubt due 
partly to the fact that large numbers of 
textile workers are women with commit- 
ments to families. A heavy emphasis on 
unskilled or semi-skilled workers also 
tends to limit mobility, as does the fact 
that most workers in the industry are 
either 50 years of age or over, or between 
16 and 25. Finally, labour mobility is 
restricted by geographic and language 
barriers and the fact that there has been a 
sharp drop in the number of highly mobile 
immigrants working in the textile industry. 


in addition, current high rates of unem- 
ployment throughout Canada impose 
limits on the alternatives for textile work- 
ers, and this factor is especially serious 
for Quebec. 


Public support of the 
industry 


Federal and provincial governments have 
played an important role in assisting the 
textile industry in Canada. The federal 
government has a number of programs 
that support the industry, including indus- 
trial adjustment and innovation assist- 
ance, industrial incentives, export promo- 
tion activities, manpower assistance and 
direct purchases. 


Between 1968 and 1976, incentive grants 
to the Quebec-based textile industry from 
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the federal Department of Regional Eco- 
nomic Expansion amounted to $32 mil- 
lion. Since 1968, adjustment loans to the 
Quebec-based industry from the Depart- 
ment of Industry, Trade and Commerce 
were almost $25 million. 


Until recently, direct assistance by the 
Province of Quebec has been limited. It 
was only in the last year that the Quebec 
government made emergency funds of 
$17 million available and removed the 
sales tax from all articles of clothing. 


The important point is not the relative 
degree of direct financial support by 
either the federal or provincial govern- 
ment but, rather, that the industry has 
been much more importantly aided by 
other forms of assistance. 


This is most notably the situation in terms 
of protection from foreign competition 
through the system of tariffs and quotas. 
This protection erects a barrier against 
foreign imports and helps to ensure that a 
substantial part of the Canadian market is 
reserved for domestic producers. While 
protection has been at a high level since 
adoption of the National Policy in 1879, it 
was markedly reinforced in 1976 by the 
imposition of global quotas. These quotas 
are to be replaced in 1979 by voluntary 
restraint agreements with a number of 
low-wage countries, but the effect will be 
to hold imports from those countries to 
approximately the 1975 levels. 


All consumers in Canada pay for this pro- 
tection in the form of higher prices for 
textile and clothing items. This results in 
transfers of income, in essence from con- 
sumers to textile manufacturers and 


workers. 
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Given the concentration of the textile 
industry in central Canada, the regional 
distribution of benefits from tariffs and 
quotas is obvious. 


Without this protection Quebec’s most 
important manufacturing industry, in 
terms of employment, would be in jeop- 
ardy. An important industry for Ontario 
would also face overwhelming internation- 
al competition, and there would be seri- 
ous dislocations in other parts of the 
country as well. 


If a solution could be found to the struc- 
tural problems of the industry, then no 
doubt consumer savings on textile items 
could be realized. 


It is not at all obvious, though, that 
Canadian consumers could save simply 
by leaving the industry unassisted to face 
foreign competition. A great number of 
jobs would disappear at a time when new 
ones are needed to keep pace with 
growth of the labour force. In light of the 
general weakness of Western economies, 
the prospects of displaced workers quick- 
ly finding alternative employment must be 
considered poor. 


What the Canadian consumer might save 
on lower prices for textile goods could be 
more than offset by lost wages and 
increased welfare costs. 


What of the future? 


Whatever the eventual constitutional 
status of Quebec, the future of the textile 
industry in Canada must be addressed. It 
is a national unity issue because of the 
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regional distribution of the industry and 
because of the test of federalism that it 
poses. It is also a national unity issue 
because the — sovereignty-association 
“option” being proposed by the Govern- 
ment of Quebec, could cause a realign- 
ment of economic interests with wide- 
ranging consequences for the textile 
industry. 


Federalism provides for a sharing of dif- 
- ficult decisions that must be made, 
whether in terms of a gradual phase-out 
of the industry, continued protection, or a 
new effort to place the industry on a more 
equal footing with our major competitors. 


There are no easy solutions, and it is not 
the purpose of the report to offer policy 
prescriptions. Rather, the report has 
simply drawn attention to some of the 
problems. Their resolution is part of the 
revitalization of the Federation. Full sover- 
eignty for Quebec, on the other hand, 
could cause the other nine provinces to 
reconsider the manner of support to the 
textile industry. 
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